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WAR'S AFTERMATH FOR 
THE RAILROADS 



BY G. P. GARRETT 



Doubtless, owing to the intolerable conditions that were 
developing from unsound financing, failure to maintain and 
develop their material resources, poor service and other 
causes, the railroads would ultimately have fallen prey to 
various political experiments, though the war had not come. 
In what consisted the reason for the incapacity of the rail- 
roads to equal their opportunity for service in pre-war times 
it is too difficult to sum up in a sentence. Certainly profiteer- 
ing systems of capitalization seem fully as much to blame 
as the waste and losses caused by conflicting State and Fed- 
eral regulation. In any case, the railroads were all extend- 
ing their main lines toward bankruptcy when the war de- 
clared itself. 

War requirements demanded extraordinary measures for 
the safety of the state. Acting under the war powers of the 
Constitution, the directorship of the railroads was assumed 
by the Government. Thus, in a twinkling, a step over which 
a generation would have hesitated has been boldly taken. 

The complete right-about-face in the theory of railroad- 
ing which the act involves has not been fully appreciated. 
Heretofore competition has been the cure-all for industrial 
and railroad diseases. Antagonistic organizations bidding 
eagerly for trade were depended upon to serve the public 
well by reason of their conflicting interests. To earn their 
patronage, they must consider the best welfare of their pa- 
trons. In a sense, the idea worked. It led, however, to 
wastage and self-destruction. One whole department had 
to be devoted to the business of getting traffic when in the 
true nature of things the traffic should flow voluntarily 
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through the arteries of commerce. Communities saw sur- 
cease from extortion only in playing one route against an- 
other, and so duplication of systems was encouraged, with a 
consequent division of profits and accumulation of expenses. 
Business found that competition did not succeed economi- 
cally, and desperate evasions of law by means of monopoly 
agreements, combines and conspiracies were attempted. The 
law discovered that unscrambling such aggregations of in- 
terests was impossible. As a matter of fact, it came to be 
recognized from a practical point of view that railroads, like 
the Post-Office, are monopolistic in their nature, and that 
it is straining against natural forces to compel competition 
in the province of transportation. Any alteration in prin- 
ciple so tremendous as to drop as a keynote competition 
and adopt monopoly would in ordinary course only have 
been made after men now unborn had taken the responsi- 
bility thereof. Yet the war has brought about that boule- 
versement — we have accepted monopoly as our guide in our 
time of crisis. 

With the Government in command, utilizing all the re- 
sources and potentialities of the railroads as a single system, 
the need of competition has ceased. As a principle, it has 
become temporarily obsolete. Already this has been recog- 
nized, and rearrangements made in accordance therewith. 
The sales departments of the various lines have shut up shop. 
Harmony of operation — co-operation, in other words — is 
being enforced, in a manner wholly contrary to the former 
legislative plan of encouragement in competition. Rates are 
being equalized and interchange of traffic to the best ends 
of the country's needs, rather than the immediate benefit of 
the individual units is being demanded. 

Of course, the unification is empirical. At present there 
is no determined purpose evident that it shall outlast the 
war period. Yet as the experiment fails or carries through 
will the future of the railroads be shaped. The first crop 
that the railroads have reaped from the war has been cen- 
tralization of operation through drastic governmental con- 
trol. The second crop — the aftermath — will be sown at the 
coming of peace. The future of the railroads is even now 
being fixed by the results of the present trial. Government 
ownership as well as Government control are on probation. 

Accurate analysis of the effect of the advent of peace 
upon railroad management is a problem in prognosis with 
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many prismatic angles. It is really a study of Public Opin- 
ion in the nascent stage. 

While upon all subjects Public Opinion is but the crys- 
tallization of the conviction of mankind in general as to the 
particular point it nevertheless derives its authority wholly 
from the section of mankind from which it emanates and 
finds its sanction in the degree of its appeal to different 
groups and classes of men. Mankind as a whole is a con- 
stant quantity and the ultimate source of all the dictates of 
Public Opinion, but the force of Public Opinion largely pro- 
ceeds from the small proportion of mankind directly inter- 
ested in the particular theme to which that opinion speaks. 
In arriving at the probable policy that Public Opinion will 
adopt after the war with reference to railroads, we must 
consult the classes of the public which, because of immediate 
personal interest, will chiefly share in the formative processes 
of that opinion. We find eight, viz : 

( 1 ) The capitalistic interests represented by the bankers 
and operating executives, (2) the operating employees, sub- 
divided into the organized and the unorganized, (3) the 
stockholders, (4) the bondholders, (5) the travelling public, 
(6) the shippers, (7) the politicians, and (8) the general 
public. 

We have enumerated the constituent elements of Public 
Opinion as regards the railroad. Each of the classes named 
is studying the war expedient of national control of the 
transportation companies through the lenses of self-interest. 
As their decision is favorable or unfavorable the state of 
affairs hereafter will be governed. 

The operating executives are few in number. Except 
as they represent the financial backers of the railroads — the 
bankers, for instance — their voice is small. Speaking for 
their principals, however, they are divided upon the ques- 
tion of the success of present arrangements. They find in 
the present status, disadvantage as well as advantage. 

Their incentive is gone — the incentive of large personal 
emolument, great individual prestige, autocratic political 
control. So be it. Little is lost. These men so far as they 
stand for " the interests " are but feudal vassals of rapacious 
financial barons who have too long been permitted to descend 
from their currency mountain fastnesses upon the populous 
plains of the small investor. Out of the operating employees, 
as in the past, so, in the future, we can evolve managers for 
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our companies, sufficiently able to keep the traffic moving, 
and loyal to a new master — the Government. 

They see, on the other hand, positive relief in the present 
state of affairs in that they are no longer hampered by the 
conflicting and irreconcilable jurisdictions of State and Fed- 
eral Commissions. Their verdict against the new plan can 
at least be no worse than a Scotch one of " not proven." 

The bankers themselves, who have heretofore guided the 
destiny of transportation by supplying the sinews of cur- 
rency through which the corporations found energy to act — 
the bankers must clearly deprecate the present conditions. 
They are utterly shorn of strength. They no longer fix the 
budgets, adjust the capitalizations, market the securities. 
And they must readily see that, whatever the final settle- 
ment, whether Government ownership or Government con- 
trol, they will never be allowed to resume their wrecking 
powers of yore. 

So much for Class One. 

The operating employees find contentment in the new 
regime. High wages allure them. And there are other con- 
siderations. For example, the thought appeals that in the 
new era that is dawning upon Labor, the organized laborers 
among them will grasp the sceptre of railroad rule. In this 
they are to be disappointed. Out the travail of war has 
come a feasible means of coping with Labor as with Capital 
and the ambitious amongst the employees are to find that we 
shall have a Labor Board in peace, whose mandates must 
command respect. So the rosy aspect which the future with 
the railroads under Government management wears for 
organized labor is not wholly warranted. Labor pirates are 
no more to be tolerated than money barons. Again labor 
is not going to be satisfied with a dictate to stay out of 
politics. As well forbid the fish the sea as deny to the work- 
ing man his natural habitat. Yet this has already been de- 
creed, and it is a just sequence of governmental management. 

The stockholders as well are satisfied with to-day's con- 
ditions. They desire no return to passed dividends and the 
shake-up of diminished values and assessments arising from 
re-organizations. So it is at any rate with those interested 
in the least prosperous roads. And there are not many of 
the self-sufficient companies. 

On the ground of stability, the bondholders likewise have 
common cause with the stockholders. 
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It is to be remembered that these two classes are in truth 
the actual owners of the properties, however little they may 
share in the direction thereof. 

One requirement of Government control in peace will, 
however, violently pre-dispose these owners against the 
project. This will be the readjustment of values which must 
be made. When all the water is wrung from the railroad 
stocks and bonds, these people will find their paper shares 
miraculously shrunken. 

The traveling public cares little, as such, to whose hands 
the railroads are committed. Service and cheap rates are 
its criterion of success. These it was more likely to get under 
the old plan, for competition favored them. Therefore it will, 
rather hazily, favor a return to individual competitive owner- 
ship. 

The shippers are suffering now from abnormal derange- 
ment of traffic. They are, far more than the travellers, the 
backbone of the railroad income and they are being treated 
to higher rates and a scant respect. Their losses are much 
greater than in the usual run of things, and they are having 
more difficulty in collection. Transit of freight is frightfully 
delayed. Yet here the Government can rightly plead neces- 
sity. And it is fair to assume that, at least in the matter of 
service, there will be a gyroscopic return to normal, when 
peace flutters in. Though rates will be likely to stay up, 
yet, since the public, and not the shipper, suffers the calamity 
of added freights by paying a greater price for its commodi- 
ties, this is not a cause of worry to the shipper. 

Depending upon their point of view, as favorable to na- 
tional or States rights, the politicians are found to be con- 
formists or non-conformists with the idea of national control 
of railroads. Naturally the States, as such, have little part 
in the new dispensation. Congress and the Interstate Com- 
merce Commission are and must be supreme. Thus as to 
transportation, which now includes intra-state as well as in- 
terstate commerce, the State Legislatures and the State 
Executives find themselves stripped of a whole department 
of activity. On the other hand, the federalists look forward 
to an enlarged sphere of influence, opportunity for pork, and 
a chance to play the game of the spoils system on a scale 
grander than ever before burst upon their vision. 

Lastly, the general public — what of it? Already it sees 
foreshadowed higher rates of fare, higher freight tariffs, 
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higher taxes, the transfer of a huge army of citizens into 
Government employ, a system of pensions (sustained by 
taxes) far more stupendous than has been the derivative of 
our Civil War, and a restriction of lines and means of traffic. 
Part of these results are the concomitants of Government 
direction, and part of stifled competition. 

As the foregoing summary illustrates, each enumerated 
class has its own motives to approve or to condemn a con- 
tinuation of the war measures affecting the railroads into the 
times of peace. From such a medley and conflict of thought 
and interests it is, of course, not possible to formulate any 
policy upon the matter which Public Opinion will surely 
embrace. Conjecture, however, is justified, and conjecture 
points to a compromise between the practical and temporary 
Government ownership of to-day and the loose Government 
supervision of yesterday. Such a compromise may be de- 
nominated federal control, but this phrase will carry with it 
a new, and not yet wholly defined, significance. 

The Government will not own the railroads. There is 
much sentiment against such ownership. Moreover, any just 
compensation to the present owners, stockholders and bond- 
holders would create an enormous tax bill against the tax- 
payers of the nation. Again a huge valuation of private 
property would thereby be removed automatically from the 
taxable assets of the States and United States. The Govern- 
ment cannot well tax itself. Likewise to place under the 
Government as employees so great a proportion of its citi- 
zens, thereby excluding them from participation in active 
politics, or — as the alternative — making them parts of a huge 
and potent engine of the political parties, would be disorgan- 
izing. And, anyhow, it has developed out of the present ex- 
periment that Government ownership is unnecessary. 

The de-centralized and partial supervision of the old days 
has seen its death. Whatever the logic of the political 
theories that demanded it — and they were logical — the long 
course of the history of the transportation problem has 
proved that such supervision is unworkable. Slowly, basing 
its authority on the public interest that attaches to franchised 
property, the Law had been accommodating itself even 
before the war to the pragmatic necessity of Governmental 
visatory powers over commercial facilities. Everywhere it 
became apparent that these powers, as exercised, were in- 
complete, and everywhere, until it became recognized that 
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commerce is a subject indivisible into arbitrary compartments 
of intra-state and interstate transportation, this visatory 
power found itself at odds with itself. Then the war de- 
scended upon the problem, and with remarkable celerity, 
made short work of the entanglements. It has not yet fin- 
ished its duty; there remain yet absurd distinctions between 
short lines and long lines ; but it has progressed a generation 
in a year and a half. And it has determined what events 
before the war were indicating, namely, that rate and tariff 
direction is but a phase of efficient and adequate Govern- 
mental control. There must be control of labor, of capital 
issues of the whole machinery of transportation. There 
must be an end to unrelated State Commissions — local 
agencies must remain, of course ; but they will be regional sub- 
divisions of a federal supreme authority. 

So our conjecture forms itself as follows: 

The Government will not own the railroads. It will not 
exercise over them the dictatorial powers as to diversion of 
shipments, and priority and other such matters now assumed 
by it. There will remain a Director General and he will head 
a department of railroads. This department will have com- 
plete power to control and regulate the matters of finance 
relating to railroads, capital issues, loans and bonds and 
securities, wages, fares and rates, it will maintain the equi- 
poise between the owners, the operators, the laborers, and 
the public. It will supersede the State Railroad Commis- 
sions, acting itself through regional commissions, so inter- 
related that there will be a supreme appeal power, and no 
entangling authorities. 

Such a transition is a vindication of the present regime 
by the approval of Public Opinion. On the whole the vindi- 
cation is already generally conceded. Events before the war 
were driving to just such a conclusion. The war but accel- 
erated the change. After all, modified as the scheme will be 
by the legislation that will follow the recurrence of peace, 
the system will not even be revolutionary. Simply we shall 
have found salvation from our difficulties in the excitement 
of a revival rather than through the slow processes of quiet 
conversion, 

G. P. Garrett. 



